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1e 
Management 
Perspective 


It is gratifying to report on behalf of 
the Board of Directors that Air Canada 
achieved the best financial performance 
in its history in 1977, the company’s 40th 
anniversary year. With no sacrifice of 
service standards, Air Canada earned a 
profit of $41.9 million before corporation 
income taxes. After providing for taxes, 
the company netted $20 million. 


cpenl Mtn a 


Pierre Taschereau 


Chairman 


CA IZ. 


Claude I. Taylor 
President € Chief Executive 
Officer 


The turnaround follows three years of 
losses and comes in a year that has not 
been easy. Credit for the change in the 
trend substantially belongs to the 
employees. Their efforts, plus rigid con- 
trol of costs and a more balanced supply 
of passenger and cargo capacity to the 
volume of business carried, were prime 
reasons for the success. 

The improved performance was 
achieved despite persistent problems 
with air traffic control both in Canada 
and Europe. The entire Canadian air 
traffic control system was shut down for 
four days in August and there were con- 
tinuing difficulties for much of the rest 
of the year. The European system was 
plagued with labour disputes and dislo- 
cation for a large part of the year as well. 
These difficulties forced flight cancel- 
lations and consolidations; they gener- 
ally disrupted the airline system in Air 
Canada’s most important markets. 

Despite the substantial gain in earn- 
ings, the financial performance is not yet 
considered satisfactory for the long term. 
Air Canada is primarily a service organi- 
zation dedicated to meeting the national 
goal of providing safe and efficient air 
transportation. But profit is also a neces- 
sary goal, both to enable the airline to 
finance its future operation and as a 
measure of efficiency. 

Air Canada has not been subsidized 
for many years and has paid the current 
interest rates on its borrowings. The 
profit this year has been earned after 


paying interest on 96% of the capital 
invested. 

The company faces heavy capital 
demands for new, fuel-efficient aircraft 
in the near term and must be in a finan- 
cial position to take the proper steps to 
reorganize its fleet. Many aircraft will 
have to be replaced by 1985, but action 
is already underway to meet the chal- 
lenge. In 1977 the airline placed orders 
for three Boeing 727s and one Boeing 
747 aircraft for delivery in the spring of 
1979. In January, 1978, another five 
Boeing 727s were ordered for delivery 
in late 1979. These nine aircraft will cost 
U.S.$156 million. 

To ensure future borrowing at advan- 
tageous rates, the airline must establish a 
financial record which stands up under 
scrutiny from world sources of capital. 
That record must reflect profits com- 
mensurate with the volume of business 
done and the capital invested. In the 
long run, continuing profits can only be 
made by providing the very best service 
to customers, and Air Canada will 
continue to be responsive to the market- 
place where its future will be 
determined. 

At present, the Canadian economy 
faces a period of uncertainty. Planning 
in such an environment must be both 
flexible and innovative. Schedules must 
continue to balance carrying capacity 
with demand while at the same time 
they must extract the highest feasible 
usage from aircraft which can now cost 
up to $50 million each. A competitive 
standard of service must be maintained 
to earn the continued support of 
Air Canada’s customers. 


/ 


The company recognizes the need for 
further promotion of domestic travel 
and will continue to expand ways of 
providing low cost travel to Canadians. 
Air Canada has been innovative in this 
field throughout its history as evidenced 
by the recent introduction of Charter 
Class and Nighthawk fares. 

There is every reason to believe that 
the airline can meet the challenges of 
the future. Air Canada celebrated its 
40th anniversary in 1977. The proud 
traditions built up by the staff, many of 
them now retired after being honoured 
throughout the year, have earned Air 
Canada its reputation as one of the 
world’s leading airlines. 

The future will be different from the 
past. With 40 years of experience, Air 
Canada looks confidently forward with 
new flexibility, aggressive management 
and high morale. 


1977 Financial Summary (Dollar amounts in thousands) 


Operating Revenues 

Passenger $ 998 835 
Freight & Express 102 662 
Mail 26 315 
Charter 25 509 
Incidental Services — Net 34 334 


Total Operating Revenue | 187655 


Operating Expenses 

Salaries, Wages & Benefits 448 958 

Fuel & Oil 208 989 

Depreciation, Amortization, 105880 
Obsolescence 

Other Expenses 334701 


Total Operating Expenses | 098 528 
89 127 


Operating Income 


Revenue rose 14% as traffic grew 54% (to 11,300 million RPM) and the average yield 
improved by 8% (to 8.84¢ per RPM). 


This is 9% above 1976. Freight revenue is up 8% due to yield growth as traffic_was 
unchanged. Express revenue advanced 9% as a consequence of 6% more traffic and a 
3% higher yield. Expedair revenue (4% of freight and express revenue) increased 64% . 


The 5% revenue growth is the result of 5% greater traffic. 


Passenger charter revenue declined 18% to $20.4 million. Traffic was 24% below 1976 
while yield was up 7% (to 4.74¢ per RPM). Growth in charter freight revenue (up 23% 
to $5.1 million) due to 16% yield increase and 6% traffic improvement. 


This net revenue increased 3% over 1976. An important element was service and 
technology sold to other airlines. 


Up 12% over 1976. Overall traffic as measured by RTM s, increased 3% and 
Operating Revenues pér RTM increased by 9%. 


An 11% growth over 1976. The average number of employees was down 2% and the 
average salary rose approximately 8%. Represents 41% of operating expenses. 


Up 10% as result of 15% price increase and 4.3% reduction in consumption. 
Represents 19% of operating expenses. 


Down 1% from 1976 due to sale of aircraft not fully depreciated. 


Up 6% from 1976. 
Up $81 million or 8% over 1976 vs. 9% in Implicit Price Index. 


Up 124% or $49 million from 1976. Represents 8% margin on operating revenues, 
compared to 4% margin last year. 


Non-Operating Expenses (Income) 


Interest on Long Term Debt 62 800 
Interest Income (9774) 
Gain on Asset Disposal (10 123) 
Other 4 358 
Total Non-operating 47 261 
Expenses 
Income Before Taxes 41 866 
Tax Provision 21860 


Net Income 


$ 20006 


Down $13 million from 1976 with $11.4 million of the decrease resulting from lower 
average debt outstanding, due to the repayment of $122 million to the Canadian 
Government and the CNR in December 1976. 


Down 27% from 1976 with lower average yields being the prime factor (particularly in 
the second half). There were fewer funds available to invest during the first half 
(due to the $122 million debt repayment Dec. 1976). 


Up $8 million from last year. During 1977, 11 aircraft were sold; the proceeds of the 
sale were $15.4 million which brought a gain of $9.8 million over the depreciated, 
book value. 


Foreign exchange adjustments and miscellaneous non-operating items. 


Best ever. Up $64 million from 1976. 
Effective rate 52%. 


Highest in the company’s 40 year history. 4, 


1977 Financial Condition 
Net Assets 


Short Term Investments $216 549 
Other Net Current Assets ( 86 480) 
Net Working Capital 130069 
Investments in and Advances 
to Air Jamaica 5 480 
Net Fixed Assets ° 818 666 
Deferred Charges 1 766 
$ 955981 
Financed By 
Long Term Debt $ 875 606 
Deferred Income Tax 36 653 
Share Capital 5.000 
Retained Earnings 38 722 
$ 955981 


The 


Year in 
Review 


To the Honorable 
The Minister of Transport 
Ottawa 


S Ir: 
The Board of Directors is pleased to 
submit its annual report for 1977. 

After three years of losses the Corpor- 
ation is once more profitable and earned 
$20 million after all costs, interest and 
taxes. This represents a substantial 


Available for fleet replacement program. Up $153 million due to internal cash 
generation and working capital reduction. 


Changed by $37 million from last year’s ($49.1) million due to more intensive working 
capital management and higher advance booking deposits. 


Current Ratio of 1.45:1 compared with 1.06:1 in 1976. 


$4 million in shares to be reduced to $1.5 million by 1979. 


Depreciation and obsolescence of $106 million, exceeded $53 million invested in 
property and equipment (including aircraft progress payments). 


Mostly owing to the Canadian government and the CNR. Up $14 million due to 
appreciation of foreign currency debt. Long term debt plus $43.5 million current 
portion represents 95% of total capitalization. 


Due to timing differences between book and tax depreciation. 
Share capital and retained earnings represent only 5% of total capitalization. 


Up $20 million due to net profit earned less $0.2 million dividend. 


The turnaround in 1977 was due to 
five principal factors. These were: 
¢ Capacity management resulted in a 
system scheduled PLF of 63%, an im- 
provement of 2 percentage points 


improvement over the previous year; it 
came at a time when the Canadian 
economy grew slowly and the foreign 
economies which affect the airline were 
not performing as well as would be 


desired. over the year before; and 5 points 
Profit before taxes was $64.1 million over the past two years. 
better than in 1976. Fare and rate in- ¢ Close control of costs enabled the air- 


creases during the year and late in 1976 
brought in about $91 million and traffic 
gains around $37 million. This was $13 
million short of offsetting inflation in 
price and volume-related costs which 
added an estimated $141 million to 
expenses. Improved operating efficiency 
led to savings in the order of $52 million. 


line to offset a large part of inflation in 
expenses; 

Improved productivity of staff and 
equipment resulted in a 6% increase 
in revenue ton miles per employee; 
Better aircraft utilization enabled the 
airline to fly 5.5% more scheduled 
revenue passenger miles with fewer 
aircraft; 

Improved service attracted an 
increased share of markets. 


The overall effect was to moderate 
the inescapable increase in costs brought 
on by inflated unit prices while fare and 
rate increases (kept below the general 
rise in Canadian prices) brought in 
higher yields. There was an improve- 
ment in the operating margin which 
rose from the previous year’s level of 4% 
of operating revenue to 8%. 

Profit was further enhanced by im- 
provements in financial management. 
Surplus aircraft were sold and interest 
on long term debt reduced. By prudent 
management of foreign exchange ad- 
verse changes were largely offset. This 
meant that more of the margin gener- 
ated by operations was carried forward 
into profit. 

Transportation revenue went up by 
13% to $1,153.3 million and for the first 
time in the Corporation's history, 
passenger revenue, including passenger 
charters, exceeded $1 billion. 

Revenue from passenger charters fell 
by 18% reflecting the greater emphasis 
on Charter Class fares on scheduled 
flights. Cargo charter revenue rose by 
23%. 

In 1977 Air Canada earned a net 
$34 million from incidental services, $1 
million more than last year. The sale of 
service and technology to other airlines 
was the largest component of this im- 
portant revenue item. 

Operating expenses went up by 8% 
to $1,098.5 million, one full percentage 
point less than the 9% rise in the implicit 
price index for Canada would indicate 
as being reasonable. The increase is 
considerably below what might have 
been expected when traffic growth is 
taken into account. 


Net non-operating expenses of $47 
million went down by $15 million, or 
24% . Disposal of capital assets brought 
in $8 million more than in 1976. The 
bulk of the change came from a reduc- 
tion in interest on long term debt due to 
retirement of $122 million at the close of 
1976. Interest paid was $63 million, a 
reduction of $13 million. 

Interest income from short term loans 
was down as interest rates on this kind 
of investment were generally lower in 
1977 and the amount available for 
lending in the first part of the year had 
been reduced by redemption of long 
term debt. By year end the situation had 
changed. Efficient use of working capital 
made more funds available for lending 
on the short term market. They rose by 
$153 million. Short term investments at 
year end were $217 million, compared 
with $64 million last year. 

Changes in foreign exchange rates 
added $14 million to long term debt, 
but action taken to cover foreign 
exchange exposure in the middle of the 
year largely offset this unrealized 
exchange loss on long term, foreign 
currency debts. 

Net corporate assets rose by $57 
million to $956 million. Property and 
equipment less accumulated deprecia- 
tion totalled $819 million at year end, 
down $56 million from 1976. Expen- 
ditures on new property and equipment 
including progress payments on aircraft 
on order amounted to $53 million. 
Assets with a book value of $6 million, 
were sold for $15.6 million. 

The financial position of the Corpora- 
tion improved substantially in 1977. 
The return on average capital employed 
was 8.7% compared with 6.1% last year. 
While this is a significant improvement, 
it is less than the 12 % the regulatory 
body in the United States considers to 


be a reasonable rate of return for the 
USS. trunk airline industry; less than the 
target of 16% set for nationalized indus- 
tries in Britain. The Corporation has set 
10% return on investment as its immedi- 
ate target—a step toward more realistic 
returns later on. 


o e 
Pricing 
Passenger Travel 

Air Canada’s role is to provide air 
transportation both in Canada and inter- 
nationally at the highest standard of 
service, safety and efficiency while main- 
taining financial self-sufficiency. Its fare 
structure must meet the needs of those 
who must travel as well as those who do 
so for pleasure. 

The airline's pricing reflects the cost of 
giving customers the convenience of 
scheduled service at competitive stan- 
dards. Full fares reflect the cost of pro- 
viding a seat between any two points on 
the system, at one day’s notice, about 
95% of the time. 

To meet the needs of leisure travellers 
the airline optimizes total revenue by 
selling seats which would otherwise go 
empty, at prices which contribute to 
earnings but do not necessarily reflect 
the cost of all those elements of service 
which such passengers do not utilize. 
This does not preclude mounting peak 
demand flights with full loads at some 
form of promotional price. 

Rising costs forced tariffs up both 
domestically and internationally in 1977. 
In March, Canadian fares rose by 7% , 
the only increase in the year. There was 
a4% general increase in fares to U.S. 
points and later in the year a further 5% 
was added to Canadian originating fare 
levels to compensate for changes in the 


exchange rate between U.S. and 
Canadian dollars. Atlantic fares 
increased an average of 7% and thena 
further 3% was added to cover foreign 
exchange differentials. Fares to the 
South rose by 8% and, again, foreign 
exchange required a further 3% . 

Despite these increases, Canadian 
fares are still among the lowest in the 
world. Air Canada’s average income per 
scheduled revenue passenger mile 
(RPM) has risen only half as much as 
prices for other goods and services in 
Canada. In the past decade, the com- 
pany’s yield has gone from 5.66¢ per 
RPM to 8.84¢ per RPM, an increase of 
56% while Canadian prices, as measured 
by Statistics Canada’s Implicit Price 
Index, rose by 103%. This has come 
when fuel cost per gallon has risen by 
500% and aircraft prices have more than 
doubled in cost per seat purchased. 

In February, 1977 the company intro- 
duced Charter Class Canada fares 
between points in Canada over 700 
miles apart. Round trip fares are the 
one-way economy tariff plus $31. 
Designed to enable the airline to fill 
empty seats at off-peak travel hours and 
thus offer low domestic travel fares, the 
program was an immediate success. 
Although some 110,000 seats had been 
set aside for the initial Summer, they 
sold quickly. The program was so suc- 
cessful that seat allocation for the peak 
period in the coming year has been in- 
creased five fold to 575,000 seats and 
the minimum journey reduced to cover 
points 400 miles or more apart. Below 
that distance there is relatively little 
leisure travel by air. 


Charter Class Canada fares are pos- 
sible because of the airline's ability to 


identify unused capacity based on 
historical travel patterns. These seats 
are convenient to leisure travellers even 
though they may not fit business tra- 
veller’s needs. They can be sold at dis- 
count prices, thus providing additional 
revenue and in doing so, keep inevi- 
table increases in regular fares toa 
minimum. 

The Charter Class Fares on the 
Atlantic were made more accessible in 
1977 when the minimum stay for the 
low season was reduced to 14 days, a 
concession later extended to year round 
travel. Charter Class Fares were also in- 
troduced between Montreal/Ottawa/ 
Toronto and Los Angeles. Nighthawk 
service, Air Canada’s low cost night 
coach travel concept introduced to 
Florida last year, was extended to 
include Toronto to Nassau. 

Air Canada recognizes the national 
objective of reducing the foreign ex- 
change deficit from tourism and will 
continue its vigorous program of selling 
Canada abroad. The airline is a net 
earner of foreign exchange other than 
US. currency and its international 
routes are important, particularly those 
across the North Atlantic. Air Canada is 
the fifth largest carrier in North America- 
Europe traffic. It has earned that place 
through innovative, competitive mar- 
keting, backed up by reliable and 
convenient service. The company is 
determined to hold its place in this im- 
portant international market, confident 
of its ability to meet any competition 
based on sound economics. 

Air Canada will do its utmost to meet 
the demand for low cost travel in 
Canada. The airline will provide well 
over one million low cost seats in 
Canada in 1978 at various fare levels to 
support the efforts to reduce the foreign 
exchange deficit on tourism. 


Service 
Performance 


Total system traffic grew very little for 
the second year in a row. Airline service 
was disrupted by air traffic control prob- 
lems, first in Canada and then in Europe. 


| 


The entire Canadian system was closed 
for four days and Air Canada had to 
mount an improvised operation using 
U.S. border points. Later when the 
European systems were disrupted there 
were many delays and flight cancella- 
tions but the system responded and did 
all that could be done to meet the needs 
of its passengers. 

There was a lack of vitality in the 
Canadian economy and domestic traffic 
grew by only 2% in revenue passenger 
miles. In the face of this slow growth, the 
company’s share of transcontinental 
business grew. The company mounted 
slightly less than the proportion of seats 
allocated to it by government policy and 
flew a higher proportion of passengers. 
The premium helped to contribute to 
the profit recovery and demonstrate the 
airline’s ability to compete effectively — 
an ability demanded on more and more 
routes. 

There was a more satisfactory growth 
of Atlantic travel and volume on these 
international routes, which are extreme- 
ly competitive, rose by 13% in both 
passenger miles and in numbers of pas- 
sengers. Early in the year, service to 
Moscow, Vienna, Prague and Brussels 
was suspended because these destina- 
tions proved to be uneconomic for Air 
Canada. Each was flown as an exten- 
sion of service from a point which gen- 
erated sufficient traffic to justify service 
but these flight legs were costly and did 
not contribute to earnings. 

US. transborder service traffic grew 
by 5% in revenue passenger miles. 
Routes between Western Canada and 
Chicago and between Calgary/ 
Edmonton and San Francisco showed a 
gratifying growth in the year. Southern 
service volume rose by 9% in revenue 


passenger miles and the schedule was 
altered to provide more direct flights 
and fewer inter-island flight legs; the 
growth and changed flight patterns 
improved the contribution of this 
important market sector. 

The company revised its domestic 
and international schedules with two 
purposes in mind. It was essential to 
bring the number of seats supplied on 
each route into closer balance with 
demand and at the same time the 
schedule had to offer attractive service 
because Air Canada competes on al- 
most every route it flies. 

This rationalization did the job it set 
out to do. Over the year the airline 
flew 5.5% more passenger miles with 
fewer aircraft in the fleet. System load 
factor went up 2 percentage points. 
Largely as a result of reductions in the 
number of empty seats flown, the mar- 
gin of Operating Profit to Operating 
Revenue was doubled, rising to 8%. 

As part of this program of rational- 
ization, Air Canada worked closely with 
Eastern Provincial Airways to develop 
a better service for Atlantic Canada. 
The two carriers coordinated their 
schedules to eliminate duplication of 
flight times and reconstructed route 
patterns to provide more non-stop 
flights and better service. 

Responding to immediate and long 
term needs requires constant review 
of management structures. To this end, 
Air Canada has created a new Region 
to serve Atlantic Canada. Based in 
Halifax, the Regional office, headed by 
a Vice President, ensures that the par- 
ticular requirements of this important 
part of the country are given the direct 
attention they require. 

Customer service is a competitive 
necessity and Air Canada recognizes 


the special needs of the business trav- 
eller and those who want First Class 
service. Special economy-fare business 
cabins have been set aside in wide body 
aircraft on the Atlantic service. Frequent 
travellers can join the enRoute Club 
which allows them to use the Maple Leaf 
Lounges at certain International airports 
as well as other benefits designed to 
meet business travellers’ needs. 


Cargo 
Performance 


The overall revenue from cargo rose 
by 9% but volume of shipments grew 
only 1% in revenue ton miles. Growth 
was confined to Express, Expedair and 
mail as air freight remained at last 
year's volume. 

Domestic and transborder cargo 
tariffs were reformulated to reflect cur- 
rent cost pressures with increases vary- 
ing from commodity to commodity and 
affecting different routes in different 
ways. The general effect was to raise 
cargo revenue by 5%. A currency sur- 
charge of 5% on transborder rates was 
added late in the year. Express rates 
also went up by 5% in November. 

Mail charges remained unchanged. 

Price increases did not wholly recover 
the increases in costs but productivity 
rose to absorb a part of them. 

Scheduled air freight revenue rose by 
8%, reflecting the restructured tariffs 
which were introduced in July and the 
rate increases of the year before. 

Express traffic grew by 6% and re- 
venues by 9% again reflecting rate 
changes in this and the previous year. 
Revenue per ton mile gained 3% . 
Revenue from Expedair, Air Canada’s 
guaranteed inter-city airport to airport 
service grew by 64%, which was gratify- 
ingly high after the previous year’s 
growth of 70%. Income from Expedair 
is as yet only a small fraction of total 
cargo revenue, but its growth is 
significant. 


. : — 
RUA ANY BaNee EDS 


Mail traffic rose by 5% as did 
revenue, reflecting unchanged prices 
for carrying it even though mail rates 
to consumers have been increasing 
steadily. Mail revenue accounts for 20% 
of total cargo revenue. " 

Cargo charter movements continued 
to increase in 1977 and there was a 
23% growth in revenue. The bulk of 
this traffic was cattle shipments, a result 
of the ongoing cooperation of Air 
Canada and the Ministries of Agricul- 
ture and Industry, Trade and Com- 
merce. Considerable success was 
experienced in expanding into other 
products and there was a higher than 
anticipated incidence of back-to-back 
charter sales. 

The freighter fleet was reduced dur- 
ing the year with the sale of a DC-9 
aircraft. Scheduled service was main- 
tained at previous levels through rede- 
ployment of other aircraft. Additional 
service was offered when the 747 com- 
bination freight and passenger aircraft 
with its vast main deck cargo capacity 
was put on the Western Canada - 
Frankfurt route. 

The Cargo operation was organized 
into a profit centre —a recognition of the 
increasing importance of commodity 
services. The group is responsible for 
Mail, Expedair, Air Express, Air Freight, 
Cargo Charters and Sea/Air, the inter- 
modal carriage of goods that has grown 
greatly since its inception a few years ago. 
Cargo is not regarded as a by-product 
by Air Canada. It is an important and 
profitable element of airline service 
which is expected to grow rapidly in the 
years ahead. 
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Air Canada’s 
Changing Fleet 


At year end the Air Canada fleet 
consisted of 105 aircraft, down 11 from 
the previous year. There were 6 Boeing 
747s, 10/Lockheed L-1011s, 27 Douglas 
DC-8s, 14 Boeing 727s and 48 Douglas 
DC-9s. Two additional L-1011s were 
leased for the peak travel summer 
season, and the company had two DC-8 
aircraft leased out. One DC-9-32-C, four 
DC-9-15s and six DC-8 (40 series) air- 
craft were sold during the year. The 
DC-8s had originally come into Air 
Canada service in 1960 and in addition 
to their age, they were far less fuel 
efficient than alternative airplanes. 

Major modifications are being made 
to Boeing 747, Lockheed L-1011 and 
Douglas DC-9 aircraft to enable them to 
meet the needs of changing circum- 
stances. A program to modify three 747 
aircraft was started. Modifications will 
increase airframe life and both aircraft 
performance and reliability will be im- 
proved. At the same time modifications 
are being made to the floor venting; seat- 
ing is being changed to 10 abreast on the 
main deck and 30 economy passengers 
will be accommodated in the upper 
deck. Six L-1011s are now in a 9-abreast 
seating, and 39 DC-9s are now in single 
class configuration. 

These changes will cost less than 
$18 million. They provide needed extra 
capacity at a substantial saving over the 
$90 million for the equivalent new 
aircraft at today’s prices. There will be 
fuel savings in the order of 8% . 

Major changes were made to three 
L-1011s which had originally been pur- 
chased for North American service. 
Three of these wide body planes have 
been modified to enable them to fly on 
transatlantic operations. These modifi- 
cations were planned by company engi- 
neers and increase the aircraft's range 
‘ by 900 nautical miles. Air Canada 
-».. _ is the first to use these modern 

efficient aircraft on scheduled 
transatlantic service. 


The decisions on fleet which must 
be taken in the next year or so will affect 
the airline's service capability almost 
to the end of the century. Many factors 
must be weighed in making choices of 
aircraft types for the sums involved are 
very great. Over the next seven years 
the 27 remaining DC-8s in service will 
have to be replaced. Airplane manu- 
facturers are working to develop new 
models and to modify existing types to 
meet future needs. Air Canada will 
continue to buy the most appropriate 
aircraft for its particular needs with the 
objective of minimizing the number of 


types in the fleet. 
Technical Performance 


Air Canada is well known for tech- 
nical excellence. Its maintenance record 
is such that its technical facilities are 
used by other carriers to a growing 
extent. New techniques are developed 
and the efficiency of the fleet is con- 
stantly improved through innovative 
maintenance. 

There was a 21% gain in the time 
between major overhauls for the Pratt 
& Whitney engines, a further advance 
over the 82% gained since 1974. The 
company now has a significantly better 
performance in this respect than any 
other airline. The time between major 
overhauls for the Rolls Royce RB211 
engine used on L-1011s, remained un- 
changed after a 74% gain in the pre- 
vious two years and the airline’s rate is 
still the best in the industry. Further 
gains are expected now that some tech- 
nical problems have been overcome. 

Air Canada developed a method for 
weld repairs to the RB-211 high pres- 
sure nozzle guide vanes which has saved 
more than $285,000 on replacement 
part costs. A new hydraulic test complex 
was completed and began operating 
late in the year. With this facility the bulk 
of the company’s hydraulic equip- 


ment, including the new generation of 
flight control components, will be 
serviced in the company’s shops. It is 
estimated that by 1980, savings from this 
work will amount to $1 million a year. 

There was a 16% decrease in delays 
to flights attributable to parts shortages 
(now less than 1% of all flights) while 
total inventories grew by only 2% in 
value. In the face of inflation-related 
price increases this demonstrates sub- 
stantial improvements in management 
techniques. 

Flight and ground simulator training 
and manuals service were provided to 
16 airlines and agencies and there was a 
continued increase in maintenance 
work performed for others. Total main- 
tenance revenue rose by more than 


$5 million to $20 million. 
Fuel—Expensive 
and Getting Scarce 


Fuel continues to present major 
problems for the airline. The cost per 
gallon of jet fuel is now more than three 
times the price of five years ago. 
Canadian petroleum prices are not yet 
up to world levels and will continue 
to rise until they are. 

As soon as the problem was evident, 
Air Canada embarked on a major 
conservation program and that pro- 
gram has continued to make itself felt. 
The company’s aircraft flew 3% fewer 
available ton miles last year while using 
4% less fuel in volume. Nevertheless, 
the cost of that fuel was 10% more than 
the previous year's purchases. 

In addition to ever-increasing refinery 
prices for petroleum, taxes are being 
added for which there seems no justifi- 
cation. Special taxes levied on aircraft 
fuel by provincial governments which 
provide few aviation services are simply 

an added burden on air travellers. 


With this expense now some 19% of 
operating costs, continued increases 
must be reflected in the price of the 
product. Less than 4% of this country’s 
petroleum is used as jet fuel but Air 
Canada consumes more than half of all 
the jet fuel which is used in Canada. 

It is important for the future that all 
users accept their full responsibility. 


Hangars 
and Airports 


A new line maintenance hangar at 
Winnipeg Airport was officially opened 
on November 23 although it was pro- 


gressively put into use earlier in the year. 


The company now operates out of 
the new Calgary passenger terminal and 
a combined Maintenance and Cargo 
Building in that city. A 750 foot exten- 
sion to Terminal Two at Toronto 
Airport was completed and went into 
service in December. The addition 
includes a waiting room for in-transit 
international passengers and an office 
section which centralizes most of Air 
Canada’s Malton operations. 


Computer Services 


Air Canada relies on computer tech- 
nology for much of its day to day 
operations. All the Canadian regional 
carriers and the Armed Forces Trans- 
port Command are customers of the 
company’s automated reservations 
package. Quebecair’s system went on 
stream in October; Nordair agreed in 
December to purchase the service. 

Of significance to the industry was 
Sperry Univac’s marketing agreement 
and acquisition of Air Canada’s com- 
puterized system for the management 
of air cargo. Univac will be selling the 
system to airlines worldwide. The sys- 
tem is known as ACCESS (Air Canada 
Cargo Enquiry and Service System) and 


is considered to be the most advanced 
computerized cargo administration 
program yet developed by any airline. 

Air Canada is constantly increasing 
its use of the computer to improve pro- 
ductivity. During the year, the RAPID 
(Revenue and Passenger Information 
Daily) system was introduced as the first 
thrust in a program of automation im- 
provement for Winnipeg Finance opera- 
tions. The system permits data from 
ticket sales to be keyed to a minicom- 
puter for automated input and real- 
time editing. The introduction of 
RAPID takes advantage of the latest 
technological state of the art to improve 
customer billing. 

In the maintenance area, a computer 
system was introduced to provide a 
highly automated tool for recording 
and tracking engine component repair 
and modification schemes. The sys- 
tem monitors the progress of com- 
ponents, prints progress tags, signals 
any production delays, assigns priorities, 
and facilitates expediting of needed 
components. 

The installation of reservation com- 
puter display units was extended to 
another 115 travel agents and commer- 
cial accounts, bringing to 350 the 
number of outlets in Canada with this 
service. The program was expanded 
to include automatic ticket printing and 
pricing to these same offices making 
them a highly sophisticated retail 
channel for Air Canada services. 

Air Canada’s computers serve the 
Corporation and a great many other 
aviation and transportation companies. 
They use the most advanced techniques 
available and the company is constantly 
extending the frontiers of understand- 
ing of this complex science. 


The 
° oJ 
Airline’s People 

Air Canada’s employees put forward 
a tremendous effort and largely asa 
result of it, the company’s financial 
performance was greatly improved 
over the previous year's. 

At year-end there were 20,185 
employees not including casuals and 
those on secondment, 1% fewer than in 
1976. Average staff level for the year was 
reduced by 2% from the previous year. 
Many long service employees took ad- 
vantage of a company early retirement 
incentive plan. 

Employee productivity continued 
to rise. Revenue Ton Miles per em- 
ployee rose by 6% with a better match 
of seat supply to demand. Available 
Ton Miles per employee remained vir- 
tually unchanged at the level of the 
previous year as load factors increased. 

Training plays an important part in 
Air Canada’s efficiency. The Corpora- 
tion spends nearly $12 million a year 
on technical training and its employees 
operate in one or more of 159 areas of 
skill. The company must use the most 
advanced technology to remain efficient 
and competitive. This requires constant 
training to keep abreast of develop- 
ments and its technical training pro- 
grams are among the best in Canadian 
industry and the results are reflected in 
the company’s performance. 


The airline also conducts an extensive 
management training program. Courses 
are available in both English and 
French for employees who wish to im- 
prove their skills in management arts. 
Air Canada is a leader among Canadian 
companies in the field of employee 
participation and job enrichment as 
well as organization development. 

All these are part of the company’s 
continuing efforts to improve the capa- 
bility of its staff to meet needs now and 
in the future in an ever more complex 
industry. . 


Collective 


Agreements 


Collective agreements were nego- 
tiated with unions representing three of 
the company’s largest bargaining units. 
These were: Canadian Air Line Pilots’ 
Association (CALPA), representing the 
company’s pilots; International Associ- 
ation of Machinists & Aerospace 
Workers (IAMAW), representing certain 
classifications of employees of the Main- 
tenance, Sales & Services and Purchas- 
ing & Facilities Branches; and Canadian 
Air Line Flight Attendants’ Association 
(CALFAA), representing Flight 
Attendants. 

Agreements were also concluded 
with the International Association of 
Machinists & Aerospace Workers cover- 
ing: Winnipeg Finance employees, 
Printing Bureau employees, and 
Communication Operators. 


Subsidiary and 
Associated Companies 


Air Canada’s financial interest in Air 
Jamaica was further reduced during the 
year and the company’s investment at 
year end was $4.0 million which in- 
cluded $2.5 million in preferred shares. 
This investment will be progressively 
reduced to $1.5 million by 1979 as the 
Government of Jamaica purchases 
the preferred shares. 

There are three associated companies 
in which CN Realties Limited have 
invested, using funds advanced by Air 
Canada. That relationship will change 
in 1978 asa result of the new Air 
Canada Act. The companies involved 
are: MATAC Cargo Limited, (jointly 
owned by CN Realties and Marathon 
Aviation Maintenance Terminals 
Limited), Venturex Limited and Airline 
Maintenance Buildings Limited. 
MATAC operates a cargo facility at 
Mirabel International Airport, Venturex 
operates charters using Air Canada air- 
craft and Airline Maintenance Buildings 
Limited owns a facility at Toronto 
International Airport. 

CANAC Consultants Limited is a 
joint consulting arm of Air Canada and 
Canadian National Railway Company. 
It provides such services as planning, 
analysis, operating and technical advice 
on transportation to clients in many 
parts of the world. The air side of this 
company was active on a small scale in 
1977. A plan to expand sales capabilities 
has been approved and will be put into 
effect in 1978. The company draws on 
the skills of Air Canada’s employees, 
both current and retired. With the more 
active emphasis on marketing its services 
it is expected to be busier in the coming 
year. 


Agency Agreements 


Under the Guidelines Concerning 
Commercial Practices of Crown Cor- 


porations, the company is required to 
disclose the names of its sales and pro- 
curement agents and the aggregate 
remuneration paid to them. There were 
more than 27,000 agents involved in the 
selling network for the company’s trans- 
portation services. The Board of 
Directors, as provided in the Guidelines, 
has approved an exception to the re- 
quirement that their individual names 
be disclosed. In 1977, 5,790 of these 
agents received commissions in connec- 
tion with passenger sales and 1,135 in 
connection with cargo. In aggregate 
these agents received in 1977 
$48,084,000. (to the nearest $1,000). 
The names of the other company sales 
and procurement agents during 1977 
were H.G. Murray, (sale of advertising 
space on forms and brochures), 
American Used Computer Corporation 
(commission on sale of surplus computer 
equipment), Pacific Air Industries Inc. 
and Aviation Systems International Inc., 
(commission on sale of redundant air- 


craft material). Aggregate remuneration 
paid these agents was $56,562. 


The 
Air Canada Act 1977 


Throughout its 40 years Air Canada 
has worked under the charter originally 
passed by Parliament in 1937. In 1977 
Parliament began considering legislation 
to give the company a new legal basis 
and in 1978 it passed The Air Canada 
Act, 1977 which came into force on 
February 28, 1978. 


These changes will bring the Cor- 
poration’s charter into alignment with 
present day needs. It is expected the 
Act will enable the airline to respond 
better to the rapid changes in its 
environment which can be expected 
in the coming years. 

The new legislation makes major 
changes to the Corporation. The com- 
mon shares will be owned by the Crown 
rather than by Canadian National Rail- 
way Company as has been the case. The 
equity in the company will be substan- 
tially increased through the exchange of 
common shares for a portion of the long 
term debt, presently held by the railway 
and Canada. This will give Air Canada 
a debt/equity ratio more in keeping with 
general commercial practice in North 
America. 

The Act requires that the Corporation 
shall“ have due regard to sound business 
principles, and in particular the contem- 
plation of profit.” This clarifies the basic 
objectives of the company, without 
detracting in any way from the need to 
provide high quality service to the 
Canadian public. Air Canada must 
satisfy its customers to maintain its 
market share. Customer satisfaction is 
necessary for profitable operations and 
the company sees no conflict in the twin 
goals of service and profit. 

Under the Act the company is now 
fully subject to the jurisdiction of the 
Canadian Transport Commission, as are 
other carriers. The Governor-in- Council 
can give directions of a general nature to 
the company and there is provision in 
the Act for a procedure under which it 
can recover the cost of providing services 
it is directed by the Government to 
operate, but which are not economically 
viable. 


Air Canada can now engage in enter- 
prises that other airlines do. This permits 
the company to diversify into related 
businesses. There will have to be caution 
exercised in embarking on new ven- 
tures, and every effort made to ensure 
that such undertakings will contribute 
to earnings. 

It is a source of pride to the Board to 
be able to report the satisfactory per- 
formance in 1977. Air Canada looks 
forward with confidence to the future. 
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Glossary 


of Terms 
All-Up Weight Load Factor 
(%) the ratio: 
Revenue ton mile 


S 
x 100 


Available ton miles 


Available Seat Miles 

Total seats available for revenue 
passengers multiplied by the number 
of miles those seats are flown. A 
measure of passenger capacity. 


Available Ton Miles 
Number of tons available for the 
carriage of passengers, cargo and mail, 
multiplied by the number of miles this 
this capacity is flown. A measure of 
overall capacity. 


Express Ton Miles 

Freight Ton Miles 

Mail Ton Miles 

Tons of the applicable commodity 
carried, multiplied by the miles they are 
flown. Measures of commodity traffic. 
Operating Margin 

Operating profit as a percentage of 
operating revenues. 


Passenger Load Factor 
(%) the ratio: 


Revenue passenger miles 


x 100 


Available seat miles 


Return on Investment 

Net income after income tax plus net 
interest expense before income tax 
expressed as a percentage of average 
investment. Investment is the sum 

of long-term (including current portion) 


debt and shareholders’ equity. 


Revenue Passenger Miles 

Total revenue passengers carried 
multiplied by the number of miles they 
are flown. A measure of passenger 
traffic. 


Revenue Ton Miles 

Total tons of all revenue traffic carried 
multiplied by the miles they are flown. 
An overall measure of traffic. 


Yield 
Average revenue per revenue passenger 
mile or revenue ton mile. 


Statement of 


Income and Retained Earnings 
Year Ended December 31 (Dollars shown in Thousands) 


Operating Revenues 
Passenger 

Freight and express 
Mail 

Charter 


Incidental serviceés— net 


Operating Expenses 
Flying operations 
Maintenance 
Passenger service 
Aircraft and traffic 
servicing 
Sales and promotion 
General and 
administrative 
Depreciation and 
obsolescence 


Operating Income (forward) 


1977 1976 

$ 998,835 $ 876,326 
102,662 93,844 
26,315 24,975 
25,509 29,046 
34,334 33,295 
1,187,655 1,057,484 
325,685 296,045 
144,837 131,350 
119,214 115,663 
181,556 171,815 
157,461 135,668 
63,895 59,780 
105,880 107,398 
1,098,528 LOLS 
Sor127 39,765 


1977 1976 
Operating Income (forward) 89,127 39,765 
Non-Operating Expenses 

(Income) 

Interest on long-term debt 62,800 D921 
Interest income (9,774) (13,443) 
Gain on disposal of assets (10,123) (1,823) 
Other 4,358 1,350 

47,261 62,005 
Income (Loss) Before ; 

Income Taxes 41,866 (22,240) 
Provision for (Recovery of) 

Deferred Income Taxes 21,860 (11,785) 
Net Income (Loss) 

for the Year 20,006 (10,455) 
Retained Earnings — 

Beginning of year 18,916 US Sy | 
Dividend (200) (200) 
Retained Earnings — 

End of year $ 38,722 $ 18916 


is 


Balance Sheet at December 31 


(Dollars shown in Thousands) 


1977 1976 1977 1976 
Assets Liabilities 
Current Current 
Cash and short-term Bank indebtedness $2 16,558" So cds 
investments $ 217,674 $ 64,738 Accounts payable and 
Accounts receivable 134,373 136,887 accrued liabilities 138,408 107,849 
Spare parts, materials Advance ticket sales 89,203 (Dee 
and supplies 40,843 be pets, Current portion of 
Prepaid expenses 2,473 22h long-term debt 43,454 52,849 
Deferred income taxes 22,329 21,301 287,623 249,998 
417,692 264,714 Long-Term Debt 875,606 861,421 
Deferred Income Taxes 36,653 13,765 
Investment in and 1,199,882 1,125,184 
Advances to Air 
Jamaica Limited — ) F 
at Cost 5,480 7,219 ee ed 
Property and Peruipment 818,666 874,424 Authorized 250,000 shares 
Deferred Charges 1,766 2,743 
par value $100 each 
Issued and fully paid, 
50,000 shares 5,000 5,000 
Retained Earnings 38,022 18,916 
43,722 23,916 
$1,243,604 $1,149,100 $1,243,604 $1,149,100 
On behalf of the Board, 
Pierre Taschereau 
Claude I. Taylor 
14 
7 s In our opinion, these financial statements are properly 
Auditors Report drawn up s0 as to give a true and fair view of the state of the 


affairs of the corporation as at December 31, 1977, and the 
results of its operations and the changes in its financial 


To the Honorable position for the year then ended in accordance with generally 
The Minister of Transport accepted accounting principles applied on a basis consistent 
Ottawa with that of the preceding year. 


We further report that, in our opinion, proper books of 
account have been kept by the corporation and the trans- 
actions that have come under our notice have been within 
the powers of the corporation. 


We have examined the balance sheet of Air Canada as at 
December 31, 1977, and the statements of income and 
retained earnings and changes in financial position for the 


year then ended. Our examination was made in accordance Cowpens 

with generally accepted auditing standards, and accordingly 

included such tests and other procedures as we considered Chartered Accountants 
necessary in the circumstances. Montreal, Quebec 


February 13, 1978 


Statement of Changes 


in Financial Position 
Year Ended December 31 (Dollars shown in Thousands) 


1977 1976 
Source of Funds 
Provided from operations $150,085 $ 79,465 
Proceeds from disposal of 
property and equipment 15,638 2,359 
Additions to 
long-term debt 45,360 ~ 
Decrease in investment in 
and advances to 
Air Jamaica Limited 1,739 1,648 
PMA ewer 83,472 
Use of Funds 
Property and equipment 
and progress payments 53,211 30,240 
Reduction of 
long-term debt 44,058 142,184 
Dividend 200 200 
97,469 172,624 
Increase (Decrease) in 
Working Capital — 115,353 (89,152) 
Working Capital — 
Beginning of year 14,716 103,868 
Working Capital — 
End of year $130,069 $ 14,716 


Notes to Financial Statements 


1. Summary of Significant Accounting Policies 

(a) Property and equipment 

Depreciation and amortization is provided by the straight line 
method and is based on the following estimated useful lives: 


Boeing 747 16 years 
Lockheed 1011 15 and 16 years 
Boeing 727 14 years 
DC-8 14 years 
DC-9 12 years 
Ground equipment and facilities 5 to 30 years 


For accounting purposes, leased flight equipment is treated as 
though it is owned. 

Expenditures for maintenance and repairs are charged to 
operating expenses as incurred. Significant expenditures for 
modifications and betterments are capitalized. 

(b) Spare parts 

Provision for the obsolescence of aircraft spare parts included 
in current assets, less their estimated residual value, is made 
by charges to operating expenses over the service lives of the 
related aircraft types. 

(c) Deferred charges 

Costs incurred in introducing new types of aircraft are 
deferred and amortized on a straight line basis over five years, 
commencing with the time each type is placed into revenue 
service. 


is 


Financing and other deferred costs are amortized on a straight 
line basis over the period to which they relate. 

(d) Passenger and freight revenues 

Passenger and freight sales are recognized as earned revenue 
when the transportation service is provided. Unearned 
amounts are treated as current liabilities. 

(e) Capitalized interest 

Interest is capitalized on payments for major property and 
equipment additions made prior to their entry into regular 
service and is included in their cost. 

(f) Translation of foreign currencies 

Assets and liabilities are translated into Canadian dollars at 
year-end exchange rates except spare parts and non-current 
assets which are translated at exchange rates prevailing when 
the asset was acquired. 

Gains and losses resulting from foreign exchange translation 
are reflected in income for the year. 

(g) Income taxes 

The corporation records income taxes on the tax allocation 
basis which recognizes the income tax effect on transactions 
when they are recorded in accounting income, regardless of 
when such items are recognized for tax purposes. These 
timing differences can result in deferred income taxes either 
being provided for or recoverable depending on when the 
items are recognized for accounting and tax purposes. 

(h) Pensions 

Unfunded liabilities as determined by actuarial valuation are 
funded by annual payments which are charged to operations 
over periods recommended by the actuaries and as required 
by the Pension Benefits Standards Act. The cost of funding 
current service pension benefits is charged to operations 

as incurred. 

2. Spare Parts, Materials and Supplies 


1977 1976 rE 
($000) ($000) ~~ 
Spare parts —cost 61,944 58,602 
Materials and supplies — 
cost 8,133 HAA 
70,077 65,813 
Accumulated 
obsolescence 29,234 26,238 
40,843 39,575 
3. Property and Equipment 
Flight equipment —cost 1,125,676 1,165,935 
Ground equipment and 
facilities —cost 345,560 320,034 
1,471,236 1,485,969 
Accumulated depreciation 
and amortization 674,431 C2257 1 
796,805 863,392 
Progress payments— cost 21,861 11,032 
818,666 874,424 
4. Deferred Charges 
Aircraft introductory 
charges —cost 3,800 6,541 
Financing and other 
deferred charges—cost 1,526 2,414 
5,326 8,955 
Accumulated 
amortization 3,560 COA 
1,766 2,743 


5. Long-Term Debt 
1977 1976 
($000) $000 
Canadian National Railway 
Co. and Government of Canada 
—Notes and Debentures customarily 
renewed as they mature 
Demand notes— 
3.5% — 7.8% 198,731 27,000 
6 months revolving notes 
—8.1% —9.2% — 138,371 
Notes and debentures: 
Maturing Interest Rate % 
1977 5.2—6.6 — 33,360 
1978 69—78) 22,680 22,680 
1979 5.6—6.4 67,000 67,000 
1980 Cee 90,302 89,105 
1981 42-88 64,013 48,844 
1985 5.9 17,497 17,497 
1987 52 67,069 67,069 
1989 8.0 124,824 131,254 
652,116 642,180 
54% Notes due 1982/84 15,591 14,921 
6% Notes due 1983/84 55,523 54,077 
Aircraft leases maturing 
to 1991—7.8% 194,652 201,666 
Other long term debt 1,178 1,426 
919,060 914,270 
Current Portion 43,454 52,849 
875,606 861,421 


The six months revolving notes owing to the Government of 
Canada at December 31, 1976 were progressively converted 
to demand notes during 1977 in order to accommodate a con- 
version of long-term debt in 1978 under the new Air Canada 
Act (note 6). Additionally there is a $20,000,000 note owing 
to Canadian National Railway Co. included in the current 
portion of long-term debt which has subsequently been 
converted to a demand note for the aforementioned purpose. 

Long-term debt repayment requirements over the next five 
years amount to $43,454,000 in 1978, $91,011,000 in 1979, 
$123,810,000 in 1980, $98,877,000 in 1981 and $36,555,000 
in 1982. 

Long-term debt includes $151,651,000 payable in U.S. 
funds and $15,591,000 payable in pounds sterling which are 
converted at current exchange rates. 

6. Subsequent Events 
(a) Subsequent to December 31, 1977, “An Act respecting the 


reorganizationof Air Canada” (Bill C-3) received Royal assent. 


In addition to broadening the powers and activities of the 
corporation the Bill provides for the restructuring of the long- 
term debt and share capital of the corporation. 


The Government has indicated its intention, under the 
provisions of the Act, to convert certain of the existing debt 
into share capital. This action will result in a reduction in 
annual interest costs and changes to the schedule of long- 
term debt retirement. 

(b) In January, 1978, the Company reached an agreement in 
principle with the control group of Nordair Ltd. shareholders 
providing for a future offer for the acquisition of all out- 
standing shares of Nordair Ltd., a Montreal-based regional 
airline. The offer is to be made at a price of $11.50 per share, 
subject to certain adjustments as provided in the agreement in 
principle. Ata price of $11.50 per share the aggregate consi- 
deration would be approximately $25,000,000. The formal 
offer to purchase the shares will be made to Nordair share- 
holders only after the necessary Government approvals have . 
been obtained. The offer will be conditional on acceptance 

by the holders of at least 90% of the outstanding shares. 

7. Commitments 

Commitments for the acquisition of one B-747 and eight 
B-727 aircraft at December 31,1977, after deducting progress 
payments, amounted to approximately $158,400,000. Delivery 
of the B-747 is scheduled for 1978, while the eight B-727 
aircraft are to be delivered in 1979. 

Commitments for ground facilities and equipment 
amounted to $6,000,000 at December 31, 1977. Rental pay- 
ments due in 1978 under term leases in effect for facilities at 
December 31, 1977, amounted to $10,137,000 (excluding 
leased aircraft which are included in long-term debt). 

8. Pension Plans 

As at December 31, 1977, the present value of the unfunded 
liability of fhe Corporation’s pension plans amounted to 
$132, 316,000. (1976 — $92,226,000), which includes the effect 
of adjustments to actuarial assumptions and improvements to 
pension benefits approved during the year amounting to 
$47,747,000, less related payments. 

The unfunded liability is being retired by annual payments 
of $13,739,000. to 1992 and $574,000 to 2027. 

Effective January 1,1978, the Corporation approved 
improvements to pension benefits which will increase the 
unfunded liability by a further $26,024,000 to be retired by 
additional annual payments of $2,843,000 to 1992. 

9. Anti-Inflation Act 

The corporation is subject to restraint of profit margins, 
prices, dividends and employee compensation under the 
terms of the Anti-Inflation Act and Regulations which 
became effective October 14, 1975. Based on available infor- 
mation, the corporation is satisfied that it has complied with 
the legislation in all material respects for the year ended 
December 31,1977. 

10. Comparative Figures 

Certain of the 1976 comparative figures have been reclas- 

sified to conform to the presentation adopted in 1977. 


Operating Distribution (~) 


Wages 
and Benefits 
Other Expenses 
' Wages 
and Benefits 
Other Expenses 
‘Fuel 
Depreciation and 
Obsolescence 
~ Fuel : 
Depreciation and 
Obsolescence mae : 
6869 70 W122 73 14 75 16-77 : Uw. 
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Wages 
and Benefits 
Other Expenses 
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Fuel Obsolescence 
Depreciation and 
Obsolescence 
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Operating 


Expenses 1977 


Fuel & Oil 


Depreciation and 
Obsolescence 


Rent, Utilities and 
Communications 


Materials, Supplies 
and Services 


Sales Commissions 
Landing Fees & 
Terminal 


Assessments 


Advertising and 
Promotion 


Salaries, Wages and 
Benefits 


All Other Expenses 


($000) 


208,989 


105,880 


60,847 


45.916 


51,958 


31,250 


20,653 


448,958 
124,077 


% 


Total Operating 


Expense 1,098,528 


Ten-Year Statistical Review 


Financial (millions of $'s) 
Passenger Revenue 
Operating Revenue 
Operating Expenses 
Operating Profits 

Net Income (Loss) 
Dividends 

Interest 

Shareholder’s Equity 
Notes & Debentures 
Total Assets 

Working Capital 
Operating Margin 
Return on Investment 


Operating 
Revenue Passengers 
Carried (millions) 
RPM* (millions) 
Average Passenger Trip™ 
ASM* (millions) 
Passenger Load Factor* 
Yield/RPM* 
Yield/RPM* (current 
purchasing power) 
Freight Ton Miles* ($000,000) 
Total RTM ($000,000) 
Total ATM ($000,000) 
All-up Wt. Load Factor 
Yield/RTM 
Op. Expense/RTM 
Op. Profit/RTM 
Op. Exp./ATM 
Op. Exp./ATM (current 
purchasing power) 
Average Aircraft 
Stage Length (miles) 
Average Aircraft 
Capacity (tons) 
Average Aircraft 
Utilization/day** 
ATM/Employee (000) 
ATM/RBH** (000) 
Personnel at Year End (000) 


*Scheduled Services only 


1975 


786.4 
957.2 
MLS: 
BS 
(13.1) 
2 
65.4 
34.6 
1,007.44 
IL 3028 
103.9 
4.1% 


+ 5.1% + 


613 


MYM MEO 
7:36 
151.1+ 
99 
20.7 + 


7:49 
144.7+ 
9.4 

20.8+ 


**Revenue Block Hours— Engines on to Engines Off 


+Restated 
RPM -— Revenue Passenger Miles 


1974 


708.3 
848.6 
814.7 
33.8 
(9.2) 
Zl 
592). 
Afi 
893.5 


1,167.9 


27.0 
4.0% 


5.45% + 


10.7 
10,268 
976 
16,127 
64% 
6.90¢ 


9.16¢ 
240 
1,391 
2,821 
49% 
61.03¢ 
58.59¢ 
2.44¢ 
28.88¢ 


38.35¢ 
578 
24.04 
8:04 


130.7+ 


8.9 


NGS 


ATM — Available Ton Miles 


1973 


568.9 
698. 1 
651.7 
46.4 
6.1 
2 
50 
35): 
691.0 
995.9 
(61.9) 
6.7% 
5.9% F 


10.1 
9,601 
985 
14,399 
67% 
5.93¢ 


9.04¢ 
245 
1,350 
2,599 
52% 
51.73¢ 
48.29¢ 
3.44¢ 
25.07¢ 


38.22¢ 
569 
22.90 
8.05 

130.94 


8.4 
20.94 


1972 


473.4 
583.3 
537.8 
45.5 
8.6 

ZL 
32 
47.6 
640.1 
834.3 
27.1 
7.8% 


5.7% F 


8.4 
7,901 
935 
12,169 
65% 
5.99¢ 


9.97¢ 
224 
1,141 
DNs 
52% 
51.12¢ 
47.13¢ 
3.99¢ 
24.28¢ 


40.40¢ 
553 
21.64 
7:56 


122.3+ 


7.8 


18.5+ 


Return 


on Investment 


68 69 70 71 


1971 1970 
410.4 
508.3 
480.1 


387.5 
478.3 
457.4 
28.3 20.9 
Ly (1.1) 

2 fh 
We, 31.9 
3 Bal 
631.6 547.6 
800.0 707.9 
BMT) (0.9) 
5.6% 4.4% 


72 


73 74 75 76 77 


1969 


SB Ul 
404.7 
386.2 
18.5 
1.5 

Z 
Uy I 
32.7 
467.6 
594.9 
10.5 
4.6% 


47%4F 4.6%F 4.8%F 


1-4 
6,427 
892 
11,706 
55% 
6.39¢ 


11.17¢ 
201 
957 
Days 
45% 
53.10¢ 
50.15¢ 
2.95¢ 
22.62¢ 


39.55¢ 


546 543 


20.85 19.09 


7:21 
120.3+ 

7.4 
17.4+ 


1:29 


6.8 


RTM-—Revenue Ton Miles 


Printed in Canada. This report is issued in metric format on Canadian made paper. 


115.4 
MESH 


6.6 
5,740 
892 
10,058 
57% 
5.80¢ 


10.94¢ 
148 
789 
1,663 
47% 
51.32¢ 
48.98¢ 
2.34¢ 
23.22¢ 


43.81¢ 
514 
Wiley = 115).310) 
8:00 
95.0+ 


DE) 
17.3+ 


7:55 
88.7+ 
5.0 
16.8 
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